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APPROACHES TO ORGANISATIONAL EFFECTIVENESS AND THEIR 
APPLICATION TO CONSTRUCTION ORGANISATIONS 
 
Peter Love, CSIRO, Division of Building, Construction and Engineering, Australia. 
Martin Skitmore, Queensland University of Technology, Australia. 
 
 
Abstract 
 
Organisational effectiveness (OE) in the construction industry is currently viewed and 
operationalised in relation to time and cost criteria.  This is contrasted with work in 
the social sciences where different conceptualisation's of the meaning of an 
organisation have resulted in a variety of OE concepts and approaches, including: the 
goal-attainment approach; system resource approach; strategic constituencies 
approach; and competing values approach.  From these, thirty criteria are identified, 
all purporting to measure OE. 
 
Few organisations, however, assess their effectiveness using multiple criteria, which 
suggests that, in practice, OE means different things to different people.  To 
accommodate this, it is proposed that different organisational functions should be 
evaluated using different characteristics and the means by which such evaluations may 
be made are outlined. 
 
Keywords: Organisation, organisational effectiveness, goals, constituents, 
multicriteria, evaluation. 
 
 
Introduction 
 
In the 1960's and 1970's organisational researchers became increasingly interested in 
the topic of organisational effectiveness1 (OE).  During the 1950's and early 1960's the 
topic was neglected because of a lack theoretical justification2 (Hannan & Freeman, 
1977).  Gradually, however, researchers began to perceive that there could be as much 
theoretical justification in examining the consequences of varying structural 
arrangements as in probing their determinants (Scott, 1987) and there became a 
dawning realisation the the concept of OE is central to the investigation of 
organisational structures, processes and outcomes (Cameron & Whetton, 1981) and 
thus most research conducted at the organisational level of analysis is linked, at least 
implicitly, to the concept of OE (Goodman & Pennings, 1980).  As a result, the 
concept of OE was raised when contingency theorists began to argue that some types 
of organisational structure were better suited than others to certain tasks or 
environments (Scott, 1987).  It is argued by several contingency theorists, such as 
Pennings (1975), that OE is a determinant as well as a consequence of organisational 
structure.  With this in mind, OE has become one of the most complex and 
controversial areas of organisational research.  Although, typically researchers have 
experienced difficulties in adequately defining the concept of effectiveness.  Some of 
these difficulties stem from the closeness with which the concept becomes associated 
with the question of values (Georgopoulos & Tannenbaum, 1957).  Consequently, OE 
is eschewed by some researchers inasmuch as it deals with values and preferences that 
cannot be determined by objective means. 
 
The purpose of this paper is to introduce this debate and review several commonly 
used approaches to OE in the context of the domain3 of construction organisations. 
 
                     
1 Performance and effectiveness are considered to be synonomous throughout this paper.  However, the authors do acknowledge 
that the terms having different meanings (Refer to Kast & Rosenzweig, 1985:19) 
2 Hannan and Freeman (1977) regard effectiveness as a concept of applications and engineering but not of abstract theory or 
research (See Goodman and Pennings, 1977: 108) 
3 Cameron (1980) defines a domain as an activity (including evaluation criteria) that is chosen to be emphasised by the dominant 
coalition members.  
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Organisational Effectiveness  
 
Generally, it is unclear what researchers mean when they refer to effectiveness and 
this has resulted in ambiguities in interpreting the results of their work (Cameron, 
1984:236).  Unfortunately, only a few studies have attempted to provide a definition 
of OE (Mohr,1971), including Seashore and Yuchtman (1967), who viewed 
effectiveness as the ability of the organisation to exploit the environment in the 
acquisition of critical resources, and Price (1968), who defines effectiveness as the 
degree of goal achievement. 
 
 
Table 1: Level of analysis for measuring organisational effectiveness 
 
Researchers Level of Analysis for Measuring Effectiveness 
Scott et al. (1978), 
Cummings (1980) 
Individual level 
Pennings and Goodman (1977), 
Van de Ven and Ferry (1980) 
Sub-unit level 
Yucthman and Seashore (1967) 
Price (1968), 
Organisation level 
Hirsch (1977), 
Pfeffer and Salnick (1978) 
Organisational-environment level 
 
 Adapted from: Cameron & Whetton (1981:525) 
 
In addition, there is also disagreement over which domain of organisational activity 
represents the legitimate focus of attention for effectiveness studies (Cameron, 
1981b:525) and over the appropriate level of analysis for measuring the construct (Table 
1).  Despite the differences in opinion amongst OE researchers, it necessary that an 
understanding of OE is acquired by the organisation as OE may be considered to be the 
"...ultimate dependent variable in organisational research" (Cameron & Whetton, 
1983:2).  Yet, as long as researchers have to justify the reasons for carrying out 
organisational research, criteria for evaluating OE will have to be developed (Cameron & 
Whetton, 1983). 
 
Many research studies have been conducted in an attempt to measure OE, using different 
criteria, some of which are summarised in Table 2.  Each of these studies has pursued a 
different approach in examining the construct OE as a result of the different 
conceptualisation's of the meaning of an organisation (Cameron, 1981a).  Typically, 
organisations have been viewed as rational entities in the pursuit of goals (Etzioni, 1964; 
Perrow, 1970), as coalitions reacting to strategic constituencies (Pfeffer & Salanick, 
1978), as information processing systems (Galbraith, 1973), as meaning-producing 
systems (Weick, 1978) and so on. 
 
Accordingly, the lack of agreement on all these issues has led to some researchers to 
argue for a moratorium on traditional OE studies (Hannan & Freeman, 1977).  The lack 
of concensus on definition has led to the suggestion that the whole construct of OE is 
"enigmatic" and that "effectiveness ... should be treated as representing an unmapped 
terrain where different approaches and models add to the completeness of the map, and 
debates about the accuracy of one viewpoint versus another are put aside" (Cameron, 
1984), implying that the study of effectiveness should be consistent with the "appropriate 
model of effectiveness, including its criteria set, with the appropriate circumstances" 
(Cameron, 1986a:542-3).  Unfortunately, this matching of models to appropriate 
circumstances is seldom done in organisational research and conflicts in perspective and 
approach to assessment are a common result. 
 
Table 2: Attributes Used for Assessing Effectiveness  
 
Source Criteria 
Argyris (1970) Adaptation to the external environment; monitoring of the internal 
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environment; and achieving objectives. 
Bennis (1969) Adaptation; collaboration, revitalisation; integration; capacity to test 
reality; and sense of identity. 
Caplow (1964) Stability; integration; voluntarism; and achievement 
Child (1974, 1975) Profitability and growth 
Duncan (1973) Adaptation; integration; and goal-attainment. 
Etzioni (1960) Environmental orientation; optimum allocation of resources; and goal 
realisation 
Freidlaner &Pickle (1968) Profitability; employee satisfaction; contribution to society and the 
community 
Georgopoulos & 
Tannenbaum (1957) 
Flexibility to environmental changes; flexibility to internal changes; 
maintenance; and absence of organisational strain. 
Katz & Kahn (1966) Efficiency; political effectiveness; growth; storage; survival; and control 
over the environment 
Lawrence & Lorsch 
(1967) 
Optimal balance of integration and differentiation 
Mott (1972) Adaptation; flexibility; and productivity 
Price (1968) Productivity; morale; adaptation; conformity; and utilisation 
Schein (1970) Open communication; flexibility; creativity; and psychological 
Seashore & Yuchtman 
(1967) 
Optimisation of resources; acquisition and maximisation of bargaining 
position  with respect to the environment 
Webb (1974) Cohesion; efficiency; adaptability; and support 
Adapted from: Steers (1975:548) 
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Fig 1: Approaches to organisational effectiveness  
 
1 
 
 Source: Gaertner & Ramnarayan (1983:98) 
  
 
One result of this is that a wide variety of approaches to OE exist.  These are 
fundamentally characterised by two major dimensions (Gaertner & Ramnarayan, 
1983:98), comprising: 
 
1. Focus of the definition; Some definitions focus on measures of terminal outcomes, 
such as profitability, survival, or goal-attainment. Whereas, others tend to be more 
concerned with organisational processes and structures. 
2. Intended use of the concept; There are approaches that tend to be organisation specific. 
 Others are intended for a generality of organisations pertaining to their outputs, 
organisational processes and structure. 
 
When these two major dimensions are cross-classified they result in four distinct 
definitions and approaches of OE as illustrated in Fig 1 (Gaertner and Ramnarayan, 
1983).  Each of the approaches identified in the four categories has been useful in 
research, although each approach has limitations in theory and practice. 
 
 
Approaches to Organisational Effectiveness 
 
The debates between the advocates of the goal-approach (Etzioni, 1964; Price 1972), the 
system resource approach (Yutchman & Seashore, 1967), internal process approach 
(Nadler & Tusman, 1980) have been eminent within the OE literature.  As a result of the 
lack of agreement on an appropriate definition or conceptual status of OE, attention has 
been focused instead on developing a variey of models or approaches and these are 
summarised in Table 3. For the purpose of this paper the following are described as they 
are considered to be the most popular approaches of evaluating OE: (1) the goal 
attainment approach; (2) the systems resource approach; (3) the strategic 
constituencies approach; and (4) the competing values approach.  It should be 
acknowledged that each approach is independent and that there are limitations with all 
approaches described. 
 
Table 3: Approaches to Organisational Effectiveness  
 
Approach Definition Condition For Use 
 An organisation is effective to the 
extent that..................... 
The approach is most preferred 
when............................ 
Goal Attainment It accomplishes its stated goals. Goals are clear, consensual, time bounded, 
measurable 
System Resource It acquires needed resources. A clear connection exists between inputs 
and performance 
Strategic 
Constituencies 
All strategic constituencies are at 
least minimally satisfied 
Constituencies have powerful influence on 
the organisation, and it has to respond to 
demands 
Competing Values The emphasis on criteria in the 
four different quadrants meets 
The organisation is unclear about its own 
criteria, or change in criteria over time are 
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constituent preferences of interest. 
Process  It has an absence of internal strain 
with smooth internal functioning 
A clear connection exists between 
organisational processes and performance. 
High Performing 
Systems 
It is judged excellent relative to 
other organisations. 
Comparison among similar organisations 
are desired 
Legitimacy It survives as a result of engaging 
in legitimacy activity. 
The survival or decline and demise among 
organisations is of interest 
Fault Driven It has been excellent relative to 
other similar organisations 
Comparisons among similar organisations 
are desired 
Ineffectiveness There is an absence of 
characteristics of ineffectiveness 
Criteria of effectiveness are unclear, or 
strategies for organisational improvement 
are needed 
 
  Source: Cameron (1984:276) 
 
 
 
Goal-Attainment Approach 
 
The goal-attainment approach to effectiveness has been the most widely discussed   
approach in the evaluation of OE (Molnar & Rogers, 1976).  This approach assumes that 
organisations are deliberate, rational, goal-seeking entities and are created to achieve one 
or more specified goals (Perrow, 1961 Etzioni, 1964; Price 1968; Perrow, 1970).  This 
approach views effectiveness in terms of its internal organisational objectives and 
performance.  Consequently, an organisation's effectiveness is appraised in terms of the 
accomplishment of ends rather than means (Perrow, 1961).  Typical goal-attainment 
criteria include profit and productivity maximisation.  Some researchers insist that goals 
are indispensable to the understanding of organisations; while others question whether 
goals perform any function other than to justify past actions.  Scott (1987) tentatively 
defines goals as conceptions of desired ends - conditions that participants attempt to 
effect through their performance of task activities.  Organisational goals can be 
determined using either official4 goals or operative5 goals (Perrow, 1961).  As such, 
successful goal accomplishment becomes an appropriate measure of effectiveness.  
Nevertheless, the use of goals implies other assumptions that must be valid if goal 
accomplishment is to be a viable measure.  Idiosyncratically it is assumed that an 
organisation should have: ultimate goals; have identifiable and defined goals; manageable 
goals; a general consensus or agreement on its goals; and the ability to measure its goals. 
 
This approach has several limitations (Cameron, 1980).  When this approach is applied to 
measure effectiveness, we have to ask whose goals are to be measured?, The 
organisations?, The individuals? (Gaertner & Ramnarayan, 1983; Scott 1987)  What an 
organisation states as its official goals do not always reflect the organisations actual goals 
(Warriner 1965; Bardach, 1977; Kahn, 1977).  Hence, an organisations official goals are 
generally influenced by its standards of social desirability.  Bardach (1977) and Kahn 
(1977) suggest that goals are dynamic, therefore they are likely to change over time, 
primarily because of the political make-up of an organisation.  Yet, an important question 
in the study of complex organisations eludes the organisational researcher, that is, how to 
determine the degree to which an organisation is achieving its goals or purposes?  The 
use of goals as a standard for evaluating OE is problematic (Molnar & Rogers, 1976).  
Statements about goals, “whether obtained from written documents or decision makers, 
may be misleading when those who develop statements about goals, distort, omit, or 
otherwise misrepresent the real purpose of the unit” (Katz & Kahn, 1966:150).  
Furthermore, Warner (1967) suggests that goals maybe difficult to determine where the 
goals are multiple, transitional, intangible, or part of a means-end chain.  An 
organisations short term goals are invariably different from their long term goals (Etzioni, 
1964).  The fact that organisations have multiple goals creates difficulties.  The goal-
attainment approach assumes consensus on goals.  Given that there are multiple goals and 
diverse interests within an organisation, consensus, may not be possible unless goals are 
                     
4 Official goals are those made by organisational charters or from annual reports. 
5 Operative goals are those goals that reflect the tasks and activities performed within the organisation 
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stated in such ambiguous and vague terms as to allow the varying interest groups to 
interpret them in a way they consider to favourable. 
 
 
Systems Resource Approach 
 
The systems resource approach to effectiveness views the organisation as an open 
system.  Whereby the organisation acquires inputs, engages in transformation processes, 
and generates outputs.  It has been argued that defining the effectiveness of an 
organisation solely in terms of the goals achieved is only a partial measure of 
effectiveness (Molnar & Rogers, 1976).  A systems approach to OE assumes that the 
organisation is composed of interrelated subsystems (Kast & Rosenzweig,1985).  If any 
of these sub-systems performs inadequately, it will affect the performance of the whole 
system.  Consequently, effective organisations are those that receive greater resource 
inputs from their environment.  The organisations survival is dependent upon having 
good relations with its constituencies, as they have the power to disrupt the operation of 
the organisation.  For the organisation to survive it is necessary that it acquires a steady 
flow of resources from its environment as they are consumed (Kast & Rosenzweig 1985). 
 Failure to acquire these resources may result in the organisation tending toward a state of 
maximum entropy6. 
 
The systems perspective examines various variable's such as: relations with the 
environment to assure continued receipt of inputs and favourable acceptance of outputs; 
flexibility of response to environmental changes; the efficiency with which the 
organisation transforms inputs to outputs; the clarity of internal communications; the 
level of conflicts among groups; and the degree of employee job satisfaction (Robbins, 
1990).  In contrast to the goal attainment approach, the systems advocates do not negate 
the importance of specific goals as a determinant of OE (Yutchman & Seashore, 1967).  
Rather, they question the validity of the goals selected and the measures used for 
assessing the progress toward these goals.  The systems resource approach to OE does 
not ignore end goals; but views them as one element of a set of complex criteria, that will 
increase the long term survival of the organisation (Yutchman & Seashore, 1967).  In 
essence, the systems approach focuses not so much on specific ends, but on the means 
needed for achieving these ends.  Yutchman and Seashore (1967) suggest that there are 
five advantages of the system resource approach: (1) the organisation is the frame of 
reference; (2) relations between organisations are a component of its definition; (3) the 
general framework can be used in different types of organisations; (4) variability of 
measurement techniques in comparative evaluation is allowed; and (5) guidelines for 
selecting empirical measures of effectiveness are provided. 
 
The limitations of this approach relate to its measurement of means.  Robbins (1990) 
suggests that measuring specific goals may be easy compared with trying to measure 
process variables such as “flexibility of response to environmental changes” or “clarity of 
internal communications”.  While each of these terms may be simple to understand, the 
development of valid and reliable measures may not be possible (Robbins, 1990).  
Whatever measures are used they may be constantly open to question.  If the ends are 
met, are the means important?  The critics of systems resource approach, suggest that its 
fundamental limitation is that it focuses is on the means necessary to achieve 
effectiveness rather than OE itself. 
 
 
Strategic Constituencies Approach 
 
The strategic constituencies approach of OE proposes that an effective organisation is one 
that satisfies the demands of those constituencies7 in its environment from whom it 
                     
6 The tendency toward “maximum entropy is a movement to disorder, complete lack of resource transformation, and death” (Kast 
&Rosenzweig, 1985:107) 
7 Tsui and Milkovich (1987) state that constituencies are those parties, actors, or other institutions - both internal and external to 
the organisation that exert a hold on it. 
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requires support for its continued existence (Pfeffer & Salanick, 1978).  Under this 
approach, the organisation is assumed to be an association of political arenas, where 
vested interests compete for control over resources.  Consequently, it is assumed that the 
organisation has a number of constituencies, with different degrees of power, each trying 
to satisfy its demands.  The approach seeks to satisfy only those in the environment who 
can threaten the organisation's survival (Robbins, 1990).  Therefore, effectiveness is 
defined in terms of the degree to which the needs and expectations of the strategic 
constituencies are met by the organisation (Keeley, 1978).  Cameron (1981c) states that 
this approach can be viewed either as a summary measure of the organisation's goals or as 
a series of different weighting's for specific goals for a variety of constituencies .  
Furthermore, it is assumed that the organisation pursues specific goals which are 
representations of particular interest groups that control the resources necessary for   the 
organisation to survive.  Robbins (1990:64) states that “no goal or set of goals, that are 
selected are value free.  Each implicitly, if not explicitly, will favour some constituents 
more than others”.  Researchers who plan on implementing this perspective may ask 
members of the dominant coalition to identify the constituencies they consider to be 
critical to the organisation's survival.  If survival is important for an organisation, then the 
most important constituencies that affect the organisation's survival should be identified.  
It is argued by Quinn and Rohrbaugh (1981;1983) that by implementing this approach, 
the impact that strategic constituents have on the organisation's operations may be 
minimised. 
 
The task of separating the strategic constituencies from their environment within which 
they operate is a difficult and problematic task.  As the environment rapidly changes, 
what was a critical goal today may not be so tomorrow (Cameron & Quinn, 1981).  
Robbins (1990) suggests that even if the strategic constituencies in the environment can 
be identified and are assumed to be relatively stable, then what separates the strategic 
constituencies from the almost strategic constituencies?  Furthermore, Hitt (1988) 
suggests that different constituents are likely to rate an organisation in different ways.  
Separate constituents may develop vastly different ratings of an organisations 
effectiveness.  These constituents may use different criteria or weight the same criteria 
differently (Hitt, 1988).  Although, to overcome this difficulty Hitt (1988) suggests that 
constituents ratings must be weighted according to their importance to the organisation.  
Quinn and Rohrbaugh (1983) recommend a methodology for undertaking this task in 
which managers' judgements of each constituent's importance are captured and combined 
into an overall model (Fig 2). 
 
Fig 2: Four models of organisational effectiveness 
 
  2 
   
    Source: Robbins (1990:72) 
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Competing Values Approach 
 
The competing values approach8 assumes that there is “no best” criteria that is valued and 
used in assessing OE (Quinn and Rohrbaugh 1981). In essence, a contingency 
perspective is undertaken for evaluating OE.  Accordingly organisations can be evaluated 
in different ways.  This approach assumes that people within the organisation have 
diverging goals and therefore can not arrive at a consensus on which goals take 
precedence over others (Robbins, 1990).  Typically, this is because goals may be based 
on personal values, preferences, and interests (Robbins, 1990; Scott, 1987).  The 
competing values approach assumes that these diverse preferences can be consolidated 
and organised in to an holistic OE approach.  This approach began with a search for 
common themes among thirty criteria of OE (Campbell, 1977).  From these criteria 
Quinn and Rohrbaugh (1981) identified certain variables that could be coupled together 
to create three basic sets of competing values.  These are as follows:  
 
3. flexibility versus control; these two variables are incompatible dimensions of an 
organisation's structure (Robbins, 1990).  Flexibility values innovation, adaptation 
and change.  Whereas control favours stability, order and predicability. 
4. people versus the organisation; these two variables place an emphasis on the well-
being and development of people in the organisation.  Whereas the organisation or is 
concerned with its own well-being and development.  The people-organisation is also 
an incompatible dimension of an organisation's structure: the concern for the feelings 
and needs of the people within the organisation versus the concern for productivity 
and task accomplishment (Robbins, 1990). 
5. means versus ends; These two variables relate internal processes and final outcomes. 
 The former can be considered to be a long term variable, the latter final a short term 
variable.  This set of competing values can be compared to the goal-attainment 
approach which focuses on the ends and the systems resource approach which 
emphasises the means. 
 
Each one of these competing value sets can be defined and consolidated into an OE 
model (Fig 2).  The competing values approach has been used to identify changes in 
criteria of effectiveness over the organisational life cycle stages (Quinn and Cameron, 
1982).  It was discovered that effective organisations do not emphasis activities in only 
one model, but they maintain a balance or capacity among all four identified in Fig 2.  As 
with the previous approaches to OE, this one too is not without its limitations.  This 
approach uses both means and ends and therefore overcomes the limitations  associated 
with both the goal-attainment and system resource approaches.  Moreover, this approach 
includes the strategic constituencies approach, yet, it does not overcome the limitations 
associated with it. 
 
 
Evaluating the Effectiveness of the Construction Organisation 
 
It is suggested that the underlying problem with much of the research into organisational 
effectiveness and productivity within the construction industry is that it generally fails to 
take account of a full range of issues which impinge on these phenomena.  Therefore, it is 
argued that it is inappropriate for a researcher to evaluate, for example, projects, 
contractors, professionals and procurement methods solely on the extent to which they 
meet client objectives, ie goals, (Ward et al., 1991) without considering the nature of the 
industry, the structure of the organisation, the level of technology and so on.  Yet the vast 
body of research on OE has adopted a narrow quantitative focus which has usually failed 
to respect the profoundly complex and interdependent nature of what is essentially a 
dynamic social system capable of infinite variation.  Understanding why some 
organisations are more effective than others requires a broad knowledge of the 
contextual, technical, structural and human factors which impinge on each organisation.  
                     
8 For a detailed description of the competing values approach refer to the work of Quinn and Rohrbaugh (1981;1983) and Quinn 
and Cameron (1982). 
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These factors are not mutually exclusive, but overlap and constantly interact with each 
other, thus initiating important social processes which researchers in the construction 
industry should seek to understand. 
 
Evaluating the effectiveness of organisations requires selecting the appropriate criteria.  
Unfortunately, researchers have not yet agreed on the most appropriate criteria for 
making evaluations of effectiveness or even the definition of effectiveness. Several 
approaches of OE have been described herein.  Each has its limitations. But before can 
decide on the appropriate approach, Cameron (1980) suggests that we should answer six 
critical questions before evaluating which OE approach to adopt (Table 4). 
 
The problems of evaluating the effectiveness of an organisation have been highlighted 
herein.  There is no easy solution in determining which approach to OE to use.  Although, 
Cameron's (1980) critical question framework appears to be a step in the right direction.  
Researchers in construction are parochial in their approach to measuring effectiveness, 
typically using a goal-attainment approach to measure ends eg, time, cost, and 
productivity without taking into account means and constituents. Consequently, it is 
suggested that if researchers wish to measure the effectiveness of a construction 
organisation then an understanding is required of the various approaches that have 
evolved.  Furthermore, the questions in Table 4 should be addressed before evaluating 
which approach to adopt. 
 
 
Summary 
 
Organisational researchers have yet to agree on an appropriate definition of effectiveness 
and attain a general consensus on its evaluation.  Several approaches to OE have evolved, 
all have their limitations.  This paper has briefly described four approaches to OE: goal-
attainment; systems resource; strategic constituencies; and competing values.  The six 
critical questions presented may be used to clarify the meaning of organisational 
effectiveness.  Moreover, these questions may be used as a guide for selecting appropriate 
criteria.  Nevertheless, we should acknowledge that an effective organisation is ultimately 
dependent upon its social system. 
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